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SUBJECT: POLITICAL FRONTS FORMING ON ECONOMIC AND 
BUDGET DEBATE 

REF: BONN 14787 

BEGIN SUMMARY: AFTER A NUMBER OF POLITICAL SKIRMISHES 
AND A GOOD DEAL OF POSTURING, THE POLITICAL FRONTS ARE 
BEING FORMED BETWEEN THE SPD/FDP COALITION GOVERNMENT 
AND THE CDU/CSU OPPOSITION OVER WHAT TO DO ABOUT THE 
BUDGET DEFICIT AND THE STATE OF THE ECONOMY. ROOM 
REMAINS FOR COMPROMISE BUT BEFORE THIS HAPPENS IT IS 
LIKELY THAT THE POLITICAL DEBATE WILL GENERATE MORE 
HEAT THAN LIGHT. ROUND ONE IS A POLITICAL STAND-OFF, 
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BUT THERE ARE MANY ROUNDS TO GO. END SUMMARY 
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1. CHANCELLOR SCHMIDT IS TAKING A POLITICAL GAMBLE BY 
CALLING FOR ECONOMIC RESTRAINT, A REDUCTION IN GOVERN- 
MENT SPENDINGS AND AN INCREASE IN TAXES (E.G., THE 
ADDED VALUE TAX) A YEAR BEFORE THE NATIONAL ELECTIONS. 
MAKING THE BEST OF A DIFFICULT SITUATION, HE IS AT- 
TEMPTING TO PORTRAY THE GOVERNMENT S ACTION AS ACT OF 
POLITICAL COURAGE (E.G., THE GOVERNMENT IS BEING CANDID 
IN PROPOSING DIFFICULT REMEDIES BEFORE THE BUNDESTAG 
ELECTIONS RATHER THAN TRYING TO SLIP BY AND THEN TAKING 
UNPOPULAR MEASURES AFTER THE ELECTIONS). HE IS TRYING 
TO GET MORE SUPPORT FROM THE CENTER WITHOUT ALIENATING 
THE SPD'S TRADITIONAL CONSTITUENCY TOO MUCH. SO FAR 
SCHMIDT HAS RECEIVED GENERAL SUPPORT WITHIN THE PARTY. 

THERE HAVE BEEN RUMBLINGS ON THE LEFT-WING OF THE SPD 
AS WELL AS FROM SPD INTEREST GROUPS-INCLUDING THE TRADE 
UNIONS— BUT THESE HAVE BEEN RESTRAINED BECAUSE OF THE 
RECOGNITION THAT THE SPD MUST DEMONSTRATE SOLIDARITY IF 
THE SOCIAL-LIBERAL COALITION IS TO BE RE-ELECTED. 

2. THE CDU/CSU, AFTER A FEW DAYS DELAY, RESPONDED TO THE 
GOVERNMENT'S ANNOUNCEMENT. CDU LEADERS EXPRESSED THEIR 
WILLINGNESS TO COOPERATE IN TAKING "UNPOPULAR MEASURES" 

IF THE GOVERNMENT FACED UP TO THE NEED FOR BASIC STRUC- 
TURAL CHANGES AND ACCEPTED RESPONSIBILITY FOR THE PRESENT 
STATE OF AFFAIRS. THEY SAID THAT THEY WOULD OPPOSE THE 
GOVERNMENT'S TAX INCREASE PROPOSALS, AND WOULD INSIST 
THAT THE GOVERNMENT CUT EXPENDITURES. TO DATE THE OPPO- 
SITION HAS RESTRICTED ITSELF TO MAKING GENERAL PROPOSALS 
TO REMEDY THE SITUATION (REFTEL). IT APPEARS AT THIS 

TIME THAT THE OPPOSITION HAS THE NECESSARY VOTES TO PRE- 
VENT A GOVERNMENT BILL TO INCREASE THE ADDED VALUE TAX 
FROM OBTAINING BUNDESRAT APPROVAL UNLESS A COMPROMISE CAN 
BE REACHED BEFOREHAND. 

3. THE OPPOSITION IS BANKIHG ON THE BELIEF THAT THE 
SOCIAL-LIBERAL COALITION'S BUDGET DIFFICULTIES AND THE 
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WEAK STATE OF THE ECONOMY WILL DISCREDIT THE SPD AND FDP 
IN THE EYES OF THE VOTERS. THE CDU/CSU HAS BEEN QUICK 
TO REMIND THE CHANCELLOR PUBLICLY THAT THE SPD WAS SUC- 
CESSFUL IN THE MAY 4 NORTH RHINE- WESTPHALIAN ELECTIONS 
BECAUSE OF FALSE CLAIMS THAT ECONOMIC RECOVERY WAS JUST 
AROUND THE CORNER. THE GOVERNMENT IS ATTEMPTING FOR ITS 
PART TO DEPICT THE OPPOSITION AS OBSTRUCTIONISTS WHO 
OFFER NO POSITIVE ALTERNATIVES. 

4. THE BUDGET DIFFICULTIES OF THE SOCIAL-LIBERAL COALI- 
TION ARE BOUND TO INCREASE TENSION WITHIN THE COALITION. 
THE FDP, IN PRESSING FOR MEASURES TO IMPROVE THE INVEST 
MENT CLIMAT, IS LIKELY TO IRRITATE SOME OF THE SPD IN 
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TEREST GROUPS. IN THE CASE OF SOME OF THESENDING 
LEGISLATION DEAR TO THE HEARTS OF THE SPD, THE LIBERALS 
ARE TAKING A TOUGH LINE. IN THE CASE OF MITBESTIMMUNG, 
FOR EXAMPLE, A LIBERAL POLITICIAN HAS TOLD AN EMBASSY 
OFFICER THAT THE SPD WILL EITHER HAVE TO ACCEPT THE 
FDP'S VERSION OF THE INDUSTRIAL CODETERMINATION BILL OR 
RESIGN ITSELF TO HAVING NO MITBESTIMMUNG BILL IN THIS 
SESSION OF THE BUNDESTAG. IN EITHER CASE THE FDP FEELS 
IT WILL HAVE A GOOD CASE TO BRING BEFORE THE VOTERS. 
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5. THERE ARE, HOWEVER, MANY ROADS TO TRAVEL AND MANY 
BRIDGES TO CROSS BEFORE THE GOVERNMENT S BUDGET AND 
ECONOMIC PROPOSALS BECOME LAW. DESPITE THE PARTISAN 
PUBLIC DEBATE THERE REMAINS ROOM FOR COMPROMISE, ALBEIT 
MORE DIFFICULT TO REACH IN AN ELECTION YEAR. IN ADDITION, 
NEITHER THE GOVERNMENT NOR THE OPPOSITION WOULD WANT TO 
APPEAR RESPONSIBLE FOR A PROLONGED BUDGET CRISIS. IT IS 
CLEAR, HOWEVER, THAT THE GOVERNMENT'S ECONOMIC AND BUD- 
GET POLICIES WILL BE THE SUBJECT OF HEATED DEBATE BEFORE 
A SOLUTION IS AGREED UPON. BOTH SIDES SEE THE DEBATE 
AS THE OPENING ROUND OF THE 1976 CAMPAIGN, THE ROUND 
IN WHICH THEY ESTABLISH THEIR THEMES AND BEGIN TO LINE 
UP THEIR SUPPORT. 
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